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OATH OR AFFIRMATION

Richard Cotter swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Dealerweb Inc as

of December 31 2011 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Signature

Chief Financial Officer

Title

7-7
Notary Public

This report contains check all applicable boxes
El Facing Page
El Statement of Financial Condition

El Statement of Income Loss
El Statement of Changes in Financial Condition

El Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

El Computation of Net Capital

El Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

El Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

El An Oath or Affirmation

El copy of the SIPC Supplemental Report

El report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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Report of Independent Auditors

To the Board of Directors and Shareholder of Dealerweb mc

In our opinion the accompanying statement of financial condition presents fairly in all material

respects the financial position of Dealerweb Inc the Company at December 31 2011 in conformity

with accounting principles generally accepted in the United States of America This financial statement

is the responsibility of the Companys management our responsibility is to express an opinion on this

financial statement based on our audit We conducted our audit of this statement in accordance with

auditing standards generally accepted in the United States of America which require that we plan and

perform the audit to obtain reasonable assurance about whether the statement of financial condition is

free of material misstatement An audit includes examining on test basis evidence supporting the

amounts and disclosures in the statement of financial condition assessing the accounting principles

used and significant estimates made by management and evaluating the overall statement of financial

condition presentation We believe that our audit of the statement of financial condition provides

reasonable basis for our opinion

LL
February 27 2012

PricewaterhouseCoopers LLP PricewaterhouseCoopers Center 300 Madison Avenue New Yoric NYiOOI7

646 471 3000 813 286 600o www.pwc.com/us
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Assets

Cash and cash equh.elents 45766447

Deposits with clearing organizations 6350000

Receivables from brokers and dealers and clearing organizations 6044951

Furniture equipment and leasehold improvements at cost net of

accumulated depreciation and amortization of $2707237 2583776

Memberships in clearing organizations at cost 129261

Prepaid Expenses 469532

Security Deposits 442017

Other assets 1823550

Total assets 63609534

Liabilities and Stockholders Equity

Liabilities

Payable to brokers and dealers and clearing organization 1574103

Accrued compensation 23795263

Accrued expenses and other payables 7645123

Total liabilities 33014489

Stockholders Equity

Common stock

Class $.01 par value 150000 shares authorized

105862 shares issued 1059

Class nonvting $.01 par value 50000 shares authorized

7586 shares issued 76

Additional paid-in capital 14255446

Retained eamings 40965314

55221895

Common stock in treasury at cost 36022 shares 24626850

Total stockholders equity 30595045

Total liabilities and stockolders equity 63609534

The accompanying notes are an integral part of these financial statements
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Nature of Operations

Dealerweb Inc the Company is registered broker dealer operating as brokers broker in the

purchase and sale of United States government and government agency mortgage-backed

securities United States Treasury bills notes and bonds collateralized mortgage obligations

commercial mortgage-backed securities asset-backed securities corporate securities and

municipal securities

The Company is registered member of the Financial Industry Regulatory Authority FINRA and

is subject to the Securities Exchange Act of 1934 SEC

Dealerweb Inc is wholly-owned subsidiary of Tradeweb 1DB Markets Inc the Parent The

Parent is wholly-owned subsidiary Tradeweb Markets LLC

Pursuant to an Asset Purchase and Sale Agreement as of October 2011 the Parent acquired

the fixed income brokerage assets of Rafferty Capital Markets LLC which have been incorporated

into Dealerweb Inc

Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with U.S generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

financial statements and the reported amounts of revenue and expenses during the reporting

period Actual results could differ from those estimates

Cash and Cash Equivalents

Cash and cash equivalents consists of cash and highly liquid investments such as short-term

money market instruments with original maturities of generally less than three months

Fair Value Measurement

FASB ASC 820 defines fair value establishes framework for measuring fair value and

establishes fair value hierarchy which prioritizes the inputs to valuation techniques Fair value is

the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date fair value measurement

assumes that the transaction to sell the asset or transfer the liability occurs in the principal market

for the asset or liability or in the absence of principal market the most advantageous market

Valuation techniques that are consistent with the market income or cost approach as specified by

FASB ASC 820 are used to measure fair value

The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical

assets or liabilities Level measurements and the lowest priority to unobservable inputs Level

measurements The three levels of the fair value hierarchy under ASC 820 are described below

Basis of Fair Value Measurement

Level Unadjusted quoted prices in active markets that are accessible at the measurement

date for identical unrestricted assets or liabilities
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Level Quoted prices in markets that are not considered to be active or financial instruments

for which all significant inputs are observable either directly or indirectly

Level Prices or valuations that require inputs that are both significant to the fair value

measurement and unobservable

financial instruments level within the fair value hierarchy is based on the lowest level of any input

that is significant to the fair value measurement

The Companys cash instruments are classified within Level of the fair value hierarchy because

they are valued using quoted market prices in active markets The Company has no instruments

that are classified within Level or of the fair value hierarchy

Furniture Equipment and Leasehold Improvements and Depreciation and Amortization

Furniture equipment and leasehold improvements are stated at cost less accumulated

depreciation and amortization Depreciation of furniture and equipment is computed using

straight-line methods over the estimated useful lives of the related assets Leasehold

improvements are amortized over the shorter of the lease terms or the estimated useful lives of the

improvements

Cash and Cash Equivalents

At December 31 2011 cash equivalents include an investment in money market funds of

$42500000 with major financial institution Due to the short-term liquid nature of these

instruments the recorded value has been determined to approximate fair value The money
market fund is classified within Level of the fair value hierarchy

Deposits With Clearing Organizations

Deposits with clearing organizations include cash of $6350000

Receivable From and Payable to Brokers and Dealers and Clearing Organizations

Balances receivable from and payable to brokers and dealers and clearing organizations resulting

from the Companys normal securities transactions are generally collateralized by those securities

The Company may be exposed to credit risk regarding its receivables which are primarily

receivable from financial institutions including banks and broker/dealers At December 31 2011

the Company has established an allowance for doubtful accounts of $100000 with regard to these

receivables
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Furniture Equipment and Leasehold Improvements

Furniture equipment and leasehold improvements consists of the following at December 31 2011

Furniture 161227

Computer equipment 1981157

Telephone equipment 1801120

Leasehold improements 1156865

Other 190644

5291 013

Less Accumulated depreciation and amortization 2707237

2583776

Leases

The Company is obligated under noncancelable operating lease for office space in Berkeley

Heights New Jersey The lease expires January 31 2020 The lease contains provision for

escalation based on increases in certain costs incurred by the landlord

The Company is obligated under noncancelable operating lease for office space in Boca Raton

Florida The lease expires December31 2013 The lease contains provision for escalation

based on increases in certain costs incurred by the landlord

schedule of future minimum annual rental payments due is as follows

Year Ending

December 31 2011 Amount

2012 349288

2013 355647

2014 339111

2015 339111

2016 339111

Thereafter 1045593

2767861

Income Taxes

The Parent files consolidated federal income tax return and combined state and local returns

The Parent makes income tax payments and charges the subsidiary for its share of the expense

which is computed as if the subsidiary filed separate tax returns The tax benefits of consolidation

are reflected in the Parents results of operations

The Companys provision for income taxes is different from that which would be expected using

statutory rates due to nondeductible portions of dues customer relations and entertainment

expenses At December 31 2011 the Company had $2816000 of income taxes payable due to

Parent
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The Company uses the asset and liability method to calculate deferred tax assets and liabilities in

accordance with FASB ASC 740 Deferred taxes are recognized based on the differences

between the financial statement carrying amounts of existing assets and liabilities and their

respective tax bases using enacted tax rates expected to apply to taxable income in the years in

which those differences are expected to be recovered or settled At December 31 2011 the

Company recorded $0 of net deferred tax assets

As of December 31 2011 the Company did not record liability for unrecognized tax benefits For

the Parent all years subsequent to and including 2009 for U.S Federal and 2009 relevant state tax

returns remain open to examination by the taxing authorities

Profit-Sharing and Employee Stock Ownership Plans

The Company sponsors defined contribution retirement plan covering substantially all employees
Contributions to the plan are determined at year-end by the Company There was no profit-sharing

expense for the year ended December 31 2011 Employees qualify for benefits upon reaching the

age of 60 Vesting begins at 33% after one year of service and increases to 67% after two years of

service and to 100% after the third year

The profit-sharing plan provides for an employee election to reduce compensation by voluntary

contribution to 401k account Eligible employees receive 401k matching contributions The

Company matches 100% of the employees contribution up to 3% and 50% of the next 2% which

vests immediately

The Company also sponsors an Employee Stock Ownership Plan ESOP Employees are

eligible to participate in the ESOP after one year of service and the attainment of twenty-one years

of age The ESOP provides at the discretion of its Board of Directors for the Company to make

annual contributions up to the maximum amount permitted under the Internal Revenue Code
There were no contributions for the year ended December 31 2011 Management has terminated

the ESOP and is distributing all assets to its participants

10 Net Capital Requirements

The Company is subject to the net capital requirements of rule 5c3-1 of the Securities and

Exchange Commission wherein broker-dealer is to have at all times sufficient assets to cover

current indebtedness In accordance with the rule broker-dealer is required to maintain defined

minimum net capital of the greater of $150000 or 1/15 of aggregate indebtedness At no time may
the ratio of the aggregate indebtedness to net capital exceed 15 to

Dealerwebs net capital as defined and the ratio of aggregate indebtedness to net capital are as

follows as of December 31 2011

Net capital as defined 19039331

Minimum net capital required 2145490
Net capital in excess of minimum requirement 16893841
Excess net capital at 1000 percent 15821097
Total aggregate indebtedness 32182339
Ratio of aggregate indebtedness to net capital 1.69 to

Dividends payments are subject to certain notification and other provisions of the net capital rule of

the SEC
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11 Off-Balance-Sheet Risk and Concentration of Credit Risk

In the normal course of business the Company as agent executes transactions with and on

behalf of other brokers and dealers If the agency transactions do not settle because of failure to

perform by either counterparty the Company may be obligated to discharge the obligation of the

nonperforming party and as result may incur loss if the market value of the security is different

from the contract amount of the transaction

substantial number of the Companys transactions are collateralized and executed with and on

behalf of limited number of brokers and dealers The Companys exposure to credit risk

associated with the nonperformance of these clients in fulfilling their contractual obligations

pursuant to securities transactions can be directly impacted by volatile trading markets which may

impair the clients ability to satisfy their obligations to the Company

The Cdmpany does not expect nonperformance by counterparties in the above situations

However the Companys policy is to monitor its market exposure and counterparty risk In

addition the Company has policy of reviewing as considered necessary the credit standing of

each counterparty with which it conducts business

The Company has cash in banks in excess of FDIC-insured limits and is exposed to the credit risk

resulting from this concentration of cash

12 Related Party Transactions

Under service agreement between the Company and Tradeweb Markets LLC Markets
Markets provides the Company with certain legal financial tax accounting human resources

facilities marketing technology and administrative services relating to the Companys inter-dealer

broker business The Company paid dividends of $12330000 to the Parent for the year ended

December 31 2011

The Company enters into transactions with the ultimate owners of the Parent At December 31

2011 the following balances with such affiliates were included in the statement of financial

condition in the following line items

Cash and cash equivalents 45050601

Deposits with clearing organizations 250000

Receivables from brokers and dealers and clearing organizations 4087812

Other assets 697974

Payable to brokers and dealers and clearing organization 1093779

13 Subsequent Events

There were no subsequent events requiring adjustment to the financial statements or disclosure

through February 27 2012 the date that the Companys financial statements were issued


